
". COUNTERCLAIMS

COUlIIeIl:!aimants DIRECTV. Iu:. and Hughes Electrollics Corporation ("Hughes") allege .

!be following Counterclaim against COUIItcrdefcndants EchoStar Comnl1!Dic~tioDS Corporation,

EchoStar Satellite Corporation. and EchoSmr Technologies, !:Ilc. (collectively "EchoStar");

I. NAnJREOF THE ACl'ION

1. DIRECTV, Inl:. and Hughes allege claims based OIl four separate wrongful business

practices of EchoStar. Em. EchoStar has wrongfully imetll:ted with DIREcrY, Inc.'s

comractual relationship with Kelly Broadcasting System! ("OS"). InOctober1~, DIREcrY,

Iu:. entered into a CODlraCt to acquize programming and serncesfrom OS. After worlcing

together for months, however, DIRECTV, Inc. was told by !CBS that EchoStar and KBS bad

entered into a coDlraCt under which EchoStar and !CBS .,vere to merge. Such a merger between

!CBS and one of DIR:ECTV, Inc. 's competitors constitutes breach by KBS of the DIRECTV,

Inc./KBS contract. Ecb,oStar's etJorts to induce KBS to breach its CODlraCt with DIREcrY, Iu:.

were unlawfUl and have injured DIRECTV, Im:.

2. Second. for the past two years, Ec1IoStar falsely advertised to COIIBIIIJJel'S that itbad

!be right to offer netWork programming. In fact, EchoStar bad DO right to sell copyrighted

uetwork programming to many of its subacribers during this time period. Its sales of distant and

local network programming violated tIu: copyright laws. As a result, EchoStar misIed subscribers

into believing they were lawtUlly emitled to receive !be copyrigbted programming when in fact

!bey did not qualify. DIREcrY, Inl:. suffered significant cOlDpClitive injury from EcI1OStar's

false advertising and unfair competition.

3. Illirll, EcI10Star has engaged in a pattern ofunfair and unlawiW. acts in an attempt
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to convert Primestar satellite television subscnllm to EchoStar service. Primestar is owned by

Hughes... EchoStar bas misused and infringed the registered PRIMESTAR' marla in its

advertising and marketing, bas conspired with its dcalers to crcar.c misJ...adjng adVertising using !be

Primcstar maries, and has =uragcd its dealers to ccgage in misleading and fraudulent practices

to trick customers into switching from Primcstar to EchoStar. As a result of tbec~

confusion caU5Cd by EchoStar, viewers who would have stayed with Primestar or who would have

subscribed to DIREC'IV, !nc. have been misled iIIto signing up with EcboStar instead.

4. fmmh, EchoStar's marlceting of Naliollll1 Footba1I League ("NFL") games on

DISH Network has been misleadiDg. EchoStar has misleadingly advertised tb;li an extensive

schedule of NFL games were available on DISH Network; however, tbe claimed IIIDDber ofgames

was available only to tbe 1imi=1 numbc:r ofsubscribers who quali:fi.ed for aDd paid extra to receive

two packages ofdistant network sigmls under the Satellire Home Viewer As:.t ("SHYA"). Adding

to COIISUmCr deception was EchoStar's marlceting campaign, which touted that EchoStar was

"Your Ticket to the NFL." In fact, EchoStar's usc of the NFL tl'adcmark was unlawful and

unauthorized by the NFL. This slogan and EchoStar's marketing campaign created tbe likelihood

that consumers would believe the EchoStar NFL otJcring was the same as, or was affiliated willi,

DIRECTV, Inc.'s "NFL Sunday Ticket," a progr.am package offcn:d with tbe approvai and

authorization oftbe NFL. This has harmed DIRECTV, Inc. through loss ofsubscribcrs, revenue,

and goodwill.

II. PARTIES

5. DIREcrv, Inc. is a California corporation with its principal place ofbusiness at

2230 E. ImpcriaI Highway, El Segundo, Calif'oInia 90245.

6. Hughes Electronics Corporation is a Delaware COIpOration with its principal place
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of busiDessin El SegundO,California.

7. Upon information aDd belief. EchoStar CommunicatioDs Corporation is a Nevada _

corporation with its prilll:ipalpIace ofbusiness at 5701 SouthSanta Fe, Littlcton. Colorado 80120.

8. Upon information aDd belief, EchoStar Satellite Corporation is a Colorado

corporation with its prillI:ipal place ofbusiness at 5701 South Santa Fe, LittIeton, Colorado 8Oi20.

9. Upon information mI belief, EchoSI2r Technologiell Corporation is a Texis

corporation with its prilll:ipal place ofbusiness at 5701 South Santa Fe, LittIeton, Colorado 80120.

m. JURISDICTION AND VENUE

10. DIRECTV, Inc. mIHughes raise the fo1lowing COUIJterCIaims~ to Section

43(a) of the lanham Act, 15 U.S.C. § 1125(a) (false description mI designation of origin); the

Colondo CoIlSUJIll:1" Protection Act. Colo. Rev. Stat. §§ 6-1-101 !ll S!L,; the California Business

and ProfessioDS Code §§ 17200 and 17500 !ll~ the common law of unfair competition; aJld

Section 32 of the lanham Act, 15 U.S.C. § 1114 (trademarlt infringement).

11. DIRECTV,IDc. aJJd Hugbes, on the CDC band. aDd EchoSI2r, on the otber band,

are residents ofdiffereDl: states, mI!be amount in coDtroversy exceeds $75,000, iDcIudiDg iDl:erest

and costs.

12. This Court basjurisdictionofthese COUDlCrC1aims pursuant to 28 U.S.C. §§ 1331,

1332, 1338. aJld 1367.

13. EchoSl2r has its priDcipal place of business in Littleton, Color.ado.

14. EchoSI2r bas filed a complaiDl: against DIRECTV, Inc., Hughes mI otben in this

District.

15. EchoStar is licensed to do business, ttaDSact business, and/or is found in this

District, and a substantial part of !be acts or omissions giving rise to !be counterclaims herein
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ocCum:d in this District. EcboStar's aetI have caused harm Ie DIRECl'V, IDe., Hughes 'and

COIlSllJIlel'S in this District.

16. This Court bas persoml jurisdiction over EchoStar. '

11. Venue in this Court is proper pw:saa.III Ie 28 U.S.C. § 1391(b).

IV. ECHOSTAR'S UNLAWFUL BUSINFSS PRACTICES

A. EcboStar's Tortious Intetferenc:e witb DIRECfV, Inc.'s CoDtr:u:t witb Kelly
BroaclcasttD& Systems.

18. K.e11y Broadcasting Systems, Inc. ("!CBS") is a provider of ethnic broadcast

programming, such ali Greek, A.riaDIIndian and Brazilian programming, to cable:and satellite

operatnrs.KBS is owned by Michael Kelly. woo serves as chief executive officer.

19. In late summer 1999, DIRECl'V, IDe. and KBS -led by Michael K.e11y - eJIlered

inln contract negotiations. DIRECTV. IDe. and KBS finalized and executed !beir agreemcm.

effective OCtober 14, 1999 ("October 14 Agreement"). Pursuant to !be OCtober 14 Agreemem.

KBS aJr=d rn give DIRECTV, IDe. access to AsianlIndian. RlIssian, Arabic, Italian. Korean,

Greek, and CbinI:se cbame1s, and KBS agreed to serve as a DIRECl'V, IDe. sales agent. Tbe

parties also agreed to finaliZe a wu;ant purchase agreematt, whicb would give DIRECl'V. IDe.

an oWDerShip interest in KBS. Tbe essc:ntial terms and conditions of !be WarraDl Purcbase

Agreement were agreed to in writing by DIRECl'V, IDe. and KBS. and are set forth in an

attachment to !be executed October 14 Agreement.

20. The October 14 Agteement was DOD-assignable unless !be assigning party obtained

written consent from !be otbcr patty, or on the occurrence ofcertain otbcr conditions DOt xelevant

mm;. 'The October 14 Agon:emeD1 expressly prohibited assignment ofKBS's rigbls and obligations
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to a competitor of DIREcrY, Inc. EchoStar is such a competitol.

21. Information provided to KES by DIRECTV,IDe. UIlder the October 14 Agreemem

was subject to strict collfideDtiaJ.ity provisioDS. KBS agreed DOt to reveal DIRECTV, Inc. 's

confidential information. KBS ob1aincd confidentia1 information from DIREcrY, Inc. IIIldcr the

October 14 Agreement.

22. AfterDIREcrY,lDe. and KBS executed the October 14 Agreement, DIREcrY,

Inc. issued a press release anIIOUIICing that it had entered iDto a multiyear contract with KBS,

UIIdcr which DIREcrY, Inc. sulCi!. that it would distribute KES programming. MicbaeI KeI1y

was also publicly quoted coDCerrlin&tbeAgIcement; ·Weare excited to plIl"lIQ".Witb DIRECTV',

Inc. to bring a diverse lineup of quality etbDic programming to COIlSUDlerS nationwide.' The

October 14 Agreement was widely reported in !be trade publications.

23. After completing !be October 14 Agreement, DIRECTV, Inc. aDd KES conrimled

to wOIk together and to execute attaehmeIIls and exhibits as provided for in !be October 14

AgreeulCtlt 24. Upon information aDd belief, EchoStar leam:d of!be DIREcrY, Inc./KBS

deal when it was publicly llIlIIOIIIICed. TbeIeafter, EcboStar engaged in an int=tional course of

conduct to improperly iDlerfere with the 0ct0bei"14 Agreemem.

2S. In early March 2000, without any prior ootice, Mic!lae1 Kcl1y infOIIlled DIRECTV',

Inc. that KBS bad sigIJcd an agreement to merge with EchoStar.

26. The agreement to sell KBS to EchoStar coDStituted a material breach of KBS's

obligatioD8 under !be October 14 Agteement, including but not limited to !be DOD-usignmeDt,

coope:ation. best efforts and .confidentiaUty provisions of !be October 14 Agreement.

COlISllmmatioD of !be merger would coDSti1Ule further material breaclI by KBS.

27. Upon information and belief, EcboStar's actiOIlS to iIldw:e KBS to violate its
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agreement with DIREcrv, IDe. were improper, and were taken with knowledge of the

October 14 AgreClilcnt.· EchoStar intentiODll1ly interfered with KBS's perfol'lllllllCe UDder the

October 14 Agrec:mcnt m. oroCr to i$re DIREcrv, IDe. Had EchoStar not improperly iDduced

KBS to breach the October 14 Agreement, KBS would have performed its obligations theretmdcr.

28. !oJ a result of EchoStar's tortious conduct, DIRECTV, Iu:. has suffered (and Win

suffer) damages, including irreparable injury.

B. EclIoStar's False AdTert!sIJIg and UDfair Competition Couceming Local and DIstant
Network Prognmmlng.

29. In JaDIlBlY 1998. EchoStar~ that it was 1I111x:h jng a new local oetwork:

programming service to its subscribelS in twenJ:y ofthe top U.S. ~1eYisionmarkets.. Subscribers

in tbcse markets would be able to receive their local network programming through EchoStar's

DISH Network satellite ~levision service. EcboStar CEO Charlie Ergen stated, MWbcn

customers go into a store imelCSled in a satel1i~ ~Ievision system, eight out of=ofthose people

walk out of the store without making a purchase when they find 0'!t they =t get their local

channelS...• Only EchoStar and DISH Network can provide that guarantee••

30. Bcc:ausc the programming carried on the local channels is copyrighted, EchoStar

oecded a license in order lQ IawtUlly transmit the local channels lQ subsc:ribers. For this pwpose,

EchoStar relied on the compulsory license provisions of the SHYA. 17 U.S.C. §§ 119 et !a.

The SHYA allows a satellite carrier to traDsmit copyrighted programming without the permission

of the copyright holder only to "unserved households,' a restriction known as the. 'white area

restriction.' At the time EchoStar lannched its local channel plan, the statute defined UDSerVed

households in part as those MwbO cannot receive through usc of a conventional ou1lloor rooftop

antCMia an over-the-air signal of grade B imensity (as defined by the Federal Communications

--- - ---_. ---
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Commission) of apriJIJary lICtWorlc station affiliated" with tbi: relevant Detwork;8ndwho also bad

not subscnlled to cable within tbi: last 90 days. 17 U .S.C. § 119(d)(10)(a). Although tbi: SHYA

was modified in November 1999 to delete the "no cable" requirement, Congress retained the same

\ess-than-grade B signal requirement.

31. In the months following its Jamw'Y 1998 amwUIll'ement, EcboStar began lOea1

service in IIIIIIlCrOUS large television 1DlII'kets. By May 1998, EcboStar was providing local

lICtWorlt service to 13 television markets. EcboStar accompanied its local Detworlc service with a

marketing campaign designed to mann COIlSUI1le1'S about the DeW service and lD compete against

DIREcrY, Inc. This marketing includcd a series of press releases (posted QJi thl: company's

InteInet web site), wherein it claimed to be "thl: only direct broadcast satellite company to offer

local channels." EcboStar's local channel advertis=enls mJseIy implied thatEcboStar bad a legal

right to transmit the local chaDnels to suhscribers in "served" households. EchoStar failed to

disclose that it lacked permission of the copyright holclers or any other right to 1ralImIit the local

programming to such subscribers.

32. At the same time that it was inaugurating its local channel service, EcboSlar also

offered two packages of distant netWork signals; 'ODe from cities on the East Coast and the other

from cities on the West Coast. These signals were provided lD EcboStar pursuant to a COIllraCt

with PrimeTime 24 Joint VenlUre ("PrimeTime 24"), for whom EchoStar acted as a distnllutor.

33. In otder to transmit these copyrighted distant lICtWorlc signals to subscn1lers.

EchoSlar also relied on the SHVA's compulsory license. Only subscn1lers located in lIIISCtVed

households were eligible to receive the distant JlCtWorIc signals.

34. PrimeTime 24 provided EcboStar with a qualification methodology to detetmine

whether a subscriber was in an "unserved household.· This methodology was based on asking
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stibscn"ben three questions: (1) would !be sigllll1s be viewed in their home, (2) did the household

receive an acceptable quality pictwe using a conventicmal rooftop antcIma, and (3) did the .

household have cable Within the past 90 days. Subscribers who wanted the service for residential

use and who answered in the negative to questions two and three were deemed eligible under the

SHYA to receive the networi: programming.

35. In 1996. CBS Broadcasting. Inc., Fox. Inc. and severaJ affiliates brought suit

against PrimeTime 24 in federal court in Miami, Florida. al1eging that PrimeTime 24's

qualification methodology - tbe same metlloOOlogy used by its distributorEchoStar - was

inadequate under the SHYA and that their copyrights in the network prognpiming had been

infringed (the "Miami Action"). CBS and Fox sought a pIeliminary and pertIIlIDCII1 injunction

against PrimeTime 24's use of the three..question qualification methodology nationwide and to

require tennination of service to existiDg ineligible subscribers.

36. ABC. Inc. also brought suitagainstPrimeTimc 24 in the Middle District of North

Carolina. seeking similar injmIctlve relief from the same conduct. but limited to the Raleigh­

Durham television market 1Ilia.

37. In May 1998, the Miami Court iixlicated that it was going to grant the requested

preuminary injunction against PrimeTime 24. After reviewing the legislative history behind the

SHYA. related federal re&Uiations, and the sta1UtC itself, the Miami Court coDStr1JCd the SHYA

against PrimeTime 24. It rejected PrimcTime 24's three-question SHYA qualification

methodology (described above in Paragraph 34). The Miami Court ruled that PrimeTime 24 and

its distnllUton could presumptively satisfy the SHYA by using a signal propagation model to

pre.diet signal strength at individual households kDown as the IDdividual LocatioD Longley-Rice

methodology ("ILLR"). The Miami Coun also prescribed a methodology for signal strength
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testing at individual houSeholds whicl1 also would satisfy the SHYA.

38. Under Fed. R. Civ. P. 65, distributors such is EchoStar tbat were "acting in .

coDCert" with PrimeTime 24 were also bound by the ruling. Within a few wccks of the Miami

Court's issuance of the preliminary iIljum:tion in July 1998, EchoStar terminated its relationship

with PrimcTime 24 and ceased being its distributor.

39. After a trial on the merits in AIlgust 1998, the Miami Court made pCIm8IlCII1 the

requirements of !be preJiminary injunction described above. The North Carolina Court ruled

agaiDst PrimeTimc 24 on summary judgment and imposed a similar injunction, a decision

lbereafter affirmed by tbc Fourth Cin:uit Court of Appeals.

40. DIRECTV, Inc:. alll:red its qualification methodology in July 1998 to coDfOIIll to

the Miami Court's injunction.

41. EcboStar, however, refused to conform its qualification methodology to tbc

c:oDStrW:tion given the SHYA by tbc Miami and North Carolina federal courts. It did not adopt

any fottD of the ILLR, nor did il imp1emcDl signal strength testing at individDal households.

Instead, Ec:hoStar implemented a different qualification methodology.

42. EchoStar's practice uses diffcreIlt·parametcts and methodology !baD the ILLR

lIPPrDved by !be Miami Court and codified in the = version of the SHYA•..

43. Ec:hoStar bas not adequately determined whether my particular hoQsebold actIIaIly

qualities as "unserved" by receiving less tIlan a Grade B signal. In fact, EchoStar has

significantly overestimated the DUIDbcr of qualitied subsc:ribcrs, allowing il to sip! up thousands of

ineligIble subscribers. Upon information and belief, EchoStar has further compromised aflawed
. .

ZIP code-based methodology by enrcring inaccI1rate ZIP codes rather !ban the true ZIP codes of

its subscribers' homes. As a result of inII:ntionally entering the wrong ZIP codes, even more
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ineligible Subscribers have been signed up for llCtwork services.

44. EchoStar admitted in a recent report to its shareholders that if it Wete compelled to .

conform its SHYA qualifu:ation methodology to that prescribed in the Miami Action and used by

DIREcrY. hx. (aDd DOW codified by the Satellite Home Viewer Improvement Act), it would

have to terminate Detwork service to a sigDificanl: number of its subscnbers.

4S. Not only has EchoStar used its inadequate methodology to dl:tr:rrnioe the eligIbility

of new subscnbers to receive distant network prognmming, but it has failed to take steps to

ensure that the subscribers to whom it was transmitting network programming as of July 1998 ­

subscribers who had been qualified UDder the methodology that the Miami aDd North Carolina

courts fOUIld to be Wholly iDadequate UDder the SHVA - are in fact eligible. Upon infoxmation

and belief, EchoStar has DOl requalified any of these pre-July 1998 subscribers. Even so, it

cominucs to illegally provide them network programming.

46. The less restrictive and legally inadequate qualitication methodology used by

EchoStar has given it an unfair competitive advlJllage apinst DIRECTV, Inc" taking subscribers

from DIREcrY, !lx. and signing up DeW subscribers with the lure of offering Detwork

programming, when in fact these subscribers do ilDt qualify UDder the SHVA to receive it.

47. Throughout the period that it has been using the invalid qualilicatioil inctbDdology.

EchoStar bas advertised the fact that it offered local and distant network programming, without

informing poten1ial and cmrent subscribers that the method it was using to determioe their

eligibility was tola1ly inadequate UDder the law. EchoStar's advertisiDg implied to COIlS1llDC1'S !bat

it had a legal right to transmit thc copyrighted network programming and that 1hey had a legal

right to receive it. Advertisements omitted the fact !bat thete were legal restrictions on eligJ."bility

to receive network programming, or inadequately described the restrictions, and none disclosed
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!bat EchoStar did not have a!e.llal right~ transmit the programming. In fact, EchoStar bad 110
. . ..- .' . - ,- -.

such right for the majority of the subscribe:s it. si~ up for the .service. TIms, EcboStar's

advertising deceived consumers iDIo be\ieyiDg, em>IJeOUSIy, that EcboSlar was Iega1Iy permitted to

transmit the programming

48. One such marla:ting campaign was Imllx:hed on EchoStar's Internet web site.

PotenJia1 and current subscribers could go to EchoStar's web site, emer tbcir address and ZIP

code, and they would be told wllether they qualified to =civc nctwoIlt programming. Mally

were told that they did so qualify. This was fa1se and misleading becauseEchoSlar's mctbodoiogy

was lega1ly inadequate under the SHVA, and a subscriber's ZIP code is an ms,ucru:ient basis to

deteImiDe eligibility for the vast majority of households.

49. EchoStar also carried out an exteD.sive campaign in the local markets where it

offered local channels, iDcluding pm and television advertioements, capitalizing on its improper

practices. In one such television ad, run in Phoenix, Arizona in August 1999, EchoStar in large

type announced it olIered "PHOENIX LOCAL CHANNELS,· with a voice-over stating "Get

Phoenix local channels on DISH Network witbout a rooftop antenna," Similarly, in a full-color .

advertisement, EchoStar compared features of ElISH Network with DIRECTV, Inc. and cable.

One !iDe of the advertisement compares "Local Broadcast Networks From Satellite" available on

DISH, DIRECTV, Inc. and cable. EchoStar claimed to offer 60 such "local" broadeam, while

DIRECTV, Inc. was shown as offering only 8. EchoStar could do this only on the basis of

improper practices. Upon information and belief, EchoStar conducted similar television and print

advertising in the other markets where it offered local channels.

50. The aetua1 and implied misrcprescnratiODS and misleading staternenU of fact and

law were material. Upon information and belief, EchoStar's advertisiIlg and course of conduct

-- -_ ..• __.---
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significantly impacted the public as acmal or potential consWIICIS of its services. CODSUDleIS were

likely to be, ami in fact were, confused and misled concerning the =, characteristics and

qualities of EchoStar's network programming service. EchoStar's advertising was lilcely to

coniu.sc, and actually did confuse, COIlSUIllCl"S into believing !bat EchoStar bad the right to traDsmit

the copyrighted IlCtWork programming The consumers residing in served hcusebolds who sigDed

up for EcboStar's network services became unwitting participanlS in EchoStar's widespread

pattern of copyright infringement.

51. Many of these consumers would nothave sigDed up with EchoStarifEcboStar bad

DOt misled and confused them as to tbcir eligibility to receive network progra!""'ing UDder the

SHVA. Some of these CODSUIDerS would have sig:m:d up with DIRECTV. IDe. iIistead. As a

result of EchoStar's false advertising and unfair competition with respect to local and distant

network ptosnmming DIRECTV, Inc. has suffered (and will suffer) damages, including

irreparable injury.

C. EdIOStar's IDepi Practices with Respect to Conversion of Primestar Subscribers.

52. Primestar is a .provider of multi-channel video programming to subsc:n"ben via

satellite, including both the programming and ~. hardware Decessary to receive programming.

53. In-1991, Primestar lawfully registered the service mark PRlMESTAR
o

with the

United States Patent and Trademark Office, U.S. Registration No. 1,663.679. A copy of this

registration is attached bcreto as Exhibit A. Primestar has filed an Affidavit of Cc:mtigned Use,

which was accepted by the U.S. Patent and Trademark Office in.1997. ~star's registration of

!be PRlMESTARo mark therefore c:ontinues in full force and effect.

54. In 1999, Hughes acquired the PRIMESTARo
DlIIIIC and mark and asaociated

goodwill. Hughes then granted Primestar, Inc. a lil:eDse to use the PRIMESTAR
o

name and mark.
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Hughes, the parent ofPrimcstar, Inc., is tbe owm:r of all rigltts in tbe PRlMESTAR' name and

mark and associated goodwill.

55. SiDcc November 1990, PrimestarbaspromincDtlyused tbePRIMESTARo namcami

mark in collIleClion with its services and related goods. Primcstar bas spent millioIlll of dollars

since 1990 displaying, promoting and advertising the PRIMESTARo namc andIDaIk. Because'the

PRIMESTARo mark bas been in contimlaus use for :live consecutive years subsequent to the date

of registration and is still in use in commerce, the PRIMESTARo registration is incoDlestablc

llIIder 15 U.S.C. § 1065.

56. In addition to its PRIMESTARo mark, as part of its digital 'lY CJIleItaimDent

services, Primcstar bas used, displayed, pramolcd and advertised a family of marks lbat begin

with the wold "PRlME." This fami1y of marks iD:1udes PRIMEValuc0, PRlMECincma0,

PRlMEAudioo, and PRlMEFnrmtajnment°. These marks arc all owned by Hughes and licc11scd

back to Primcstar, Inc.

57. The PRIMESTARo
DaIIIC and mark have gained widespread recognition as m

iIJdicator of a source ofbigh-qiJality service in the multi-dwlIlel video programming distribution

iIldustry. Primestar's DaIIIC and service mark arc distinctive, well-known and IimloulI based in

part on Primcstar's bigh visibility and superior reputation in the multi-cbanD::l video-programming

distribution industry.

58. Based on the :first and exclusive use of the PRIMESTARo mark in advertising and

on services and related goods, Primcstar created strong common law rights in the PRIMESTARo

mark. These rights, with associalcd goodwill, have been assigned to Hughes, and tile rights to the

name ,and mark have been licensed back to Primcstar, Inc.

59. In 1999, EchoStar began anational advertising and marketing campaign cnlitled the
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"Primestal' Promotion.' EchoStar has xnade decisioDS com:eming the content, type, p1accmcIll

and approval of such advertising from its headquarters and other facilities in Colorado. .

EchoStar's "Primestar Promotion" advertising campaign made multiple USC.l of. and traded on, the

goodwill associated with the PRlMESTAR" name and mark. Rather than being a promotion of

Primestar programming and hardware, however, the "PrimcStar Promotion" was ac1UaIly. an

EchoStar campaign specifically targeted at thcn-eumnt Primcstar CUStlllDl::n with the likelihood to

mislead. confuse aIldIor deceive Primcstar customers into believing that the goods and services

offered the%ein were endorsed. sponsored or otherwise affiliated with Primcstar and its products

aDd services. Specifical1y, the "Primcstar Promotion" offered by EchoStar was likely to mislead,

confuse and/or deceive Primcstar customers into unwittingly switching from Priml:Star to DISH

Network programming aDd hardware in the mistalccn belief that tbct:c was some form of

affiliation, sponsorship or approval of DISH Netwod: by DlREcrY, Inc. and/or Hughes.

60. The "PrimeSlar Promotion" appeared in several di:Ifcrcnt media. EchoSlar operates

web sites on the Intemet. Onccrtainofthosc sites, as part ofits uPrimestarPromocion" program.

EchoSlar used the PRIMESTAA" name and mark in a~ li.kI:ly to confuse, mislead and

deceive consumers into believing that the services.aDd goods offered therein were endorsed by or

otherwise affi1iated with Hughes and its subsidiaIy Primcstar. An EchoSlar site turtbcr rcfeacd to

a "PRIME UPGRADE" that was offered to Primcstar customers. Usc of this phrase by EchoSlar

was likely to confuse consumers because of its simi1arily with Hughes' family of "PRIME"

marks.

61. Also as part of its "Primestar Promotion," EcboStar bad a hyperlink stating "00

YOU HAVE Primcstar?" on one of its web sites. Customers using thisb.nlerlink on the EchoSlar

web site were transferred to a new and different web page where they were grcctcd with an
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advertiBemcnt stating, "DEAR Primestar CUSTOMER: TAKE ADVANTAGE OF PRIME

UPGRADE SPECIAL NOWI" The same language was used in print advertisements and .

promotional materials that were desigDed. sponsored and funded by EchoStar and disseminated by

its authorized dealers nationwide. Identical language also was used in co-op advertising 5lick:s

located on EchoStar's dealer web site. These ads were funded by EchoStar for usc by its retail

dealers. These aspects of the EchoStar "Primestar Promotion" were intended to reach c:urrcm

Primcstar customers and were likely to mislead, confUse and/or deceive PIimestar CIIStoIIlerS into

unwittingly switching from Primestar to DISH Network programmiDg and hardWlU'C in the

mistaken be1ief that thi:y were simply upgrading tbeir Primestar service.

62. EchoStar's usc of !be word "PRIME- and !be phrase "PRIME UPGRADE" in its

"Primcstar Promotion" shows further EchoStar's iDrent to create confusion and trade ongoodwill

created by Primestar. EcboSw's usc of !be word "PRIME" and the phrase "PRIME

UPGRADE" in its "Primestar Promotion" followed !be same style ofmarks used by Primestar in

!be "PRIME" family of marks and was desigced and likely to confuse, mislead and or deceive

customers into believing that !be services and goods offered by EcboStar were endorsed by,

sponsored. by, or otI=wise affiliated with Primestar or Hughes.

63. EcboStar did not ueed to use the PRIMESTAR" name or mark: to advertise or

promote its goods or services. Even if there were any legitimate reason for EchoStar to usc the

PRIMESTAR' name or mark, EchoStar made far greater use of tile PRIMESTAR' name and mark

in its "Primcstar Promotion" man was DeCe5Sary to identify any product or service ofEchoSw.

64. In addition, all part of EcboStar's misleadiDg and unauthorized "Primestar

Promotion." EcboStar m:ouraged its dealers to engage in misleading and even fral1dl1JCIll
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practices as part ofEchoStar's efforts to iJJduce Primestar customers to switch to EchoStar's DISH
.. ,,;,... ,

.Network system. In an EchoStar promotiocal broadcast, EchoStar corporate oflie:en Cbarlie .

Ergen and Jim DeFranco encouraged EchoStardealers to visit known Primcstar cu.stomers

claiming that they were there to "upgrade" their Primestar systems when, in fact, they were there

to mislead, confuse and/or deceive Primestar CUSlOJlll:IS iIJto lllIWittingIy switl:hing from PIiIIlistar

to DISH Network programming and hardware in the mistaken belief that they were simply

upgnding their Primestar service.

65. In the promotional broadcast, the EchoStar offlcen further recommended to

EchoStar dealers that, in order to secure their saIcs and protect tbeir cOlllDliBsions,..they should .

remove or completely disassemble the Primestar salellite equipmeIlt so as to make reiIlstauarlon of

the Primestar system virtiiany impossible if the Primestar CIlStOmCrS leamedthat they bad been

victims of EchoStar's misleadiDg and cocfUsing "Primestar Promotion." The EchoStar officers

even went so far as to suggest that the EchoStar dealers should "lose" disassembled Primcstar

parts or "leave them there" but make sure "they're harder to find.· Upon information and belief,

EchoStar dealers have, in fact, engaged in these and other deceptive and unfair practices based on

the instructions and encouragement of EchoStar. _

66. Upon information and belid, EchoStar intentiOIlll1ly used the PRIMESTARollllIllC

and mark for its "Primestar Promotion," in order to (i) trade on the goodwill associated with'the

PR.IMESTAR" IIlIIIIC and mark; (n) cause consumers to associate EchoStar and DISH Network

with Primestar, or to believe that EchoStar's DISH Network service is affiliated, sponsored,

approved or authorized by Primestar and Hughes; and (til) wronglybeDefit from the widespread

name recognition, fame and goodwill associated with the PRlMESTAR" IIlIIIIC and mark.

67. EchoStar's UDauthorized use of the PRIMESTAR" name and mark in its advertising
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has misled, confused and deceived Primestar eustomcrs iIlto switching from Primcstar to DisH

NetWork programming and hardware. In addition, tlu: 1IIIfair busiIJess pncticcs by EchoStar

dealers at tlu: homes of Primestar customers, engaged in at tlu: direction of and with the

cncouragemCllt of EchoStar, has ICSUlted in confUsion and deceit of Primcstar eustomers and

damage to Primestar property .

68. DIREC1"V, Inc. is 1ilrely to be and has been damaged by the foregoing acts offalse

and misleading advertising, trademark infringcmCllt and unfair competition. Primestar subscribers

have been confUsed and misled and have switcbcd to EcboStar's DisH Network IS a diIect ICSUlt

of the foregoing acts.. Some of"tbese subscribers would have swilched to DIRECTV, Inc: (or

J'CTl1ajnc:d with its affiliate) I3Iber than switching to EcboStar, bad they not been deceiVed by

EchoStar's taetics, causiDg loss of subscribers and loss of revenue to DIRECTV, Inc.

69. Hugbes has been damaged by EchoStar's trademark infringement.

D. EchoStar's False and MisJeadIn& Advertisements ConcernIn& the NFL.

70. Beginning in 1996, EchoStar repeatedly promoted its DISH NetWork satellite

television service by adveitisiDg (1) that extensive coverage of NFL football games is available

through DisH NetWork; (2) that DISH is the viewers' "TlCkCtto the NFL"; and (3) thatup to 147

games are available through DISH. EcboStar has made decisions COIICCtIIing the conteDt, type,

placement and approval ofsuch advertising from its headquarters and other facilities in Colorado.

71. EchoStar's NFL campaign appeared in various forms in diiferent media. These ads

first appeared at the beginning of the football season in 1996. EcboStar coDducted a similar

campaign in 1997 and 1998.

. 72. DIREC1"V, IDe. negotiated and paid for the right to use the NFL trademark to

promote DIREC1"V, Inc. 's service. The trademark "NFL" is registered to NFL Properties, Inc.,
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frOm whom DIRECTV, !Jlc. licenscd rigbts to use the NFL mark. In contrast, EchoSllIr did not

pay for and has no right to use the NFL trademark: to advertise or promote its satellite television .

service.

73. Despite objection from the NFL, EchoStar engaged inunauthorized use of the NFL

trademark over at least a three-year period. The use of the trademark was likely to cause, ml'did

cause, COIlSUIIlCr confusion all to the origin lIIld sponsorship of EchoStar's television service by

misleading COIISIIJDCrS to believe that EchoSllIr's service had been endorsed or approved by the

NFL and/or DIRECTV, !Jlc.

74. SiDce 1994. DIRECTV. Inc. bas used the mark "NFL SUnday Tl\:ket· to promote

its package of over 200 NFL games. DIRECTV. Inc. bas spent substantial SIIIIII promoting the

NFL Sunday Ticket package. DIRECIV, Icc. wed the mark "NFL Sunday Ticket" to promote

DIRECTV. Inc. in interstate COIIIIIIetCl: approximately two years before EchoStar IIllIde public use

of the slogan "Your Ticket to the NFL. • The distinctive "NFL Sunday Ticket· marltbas gaiDed

widespread recognition and is weU-kDown and famous.

75. EchoStar's use ofthe slogan "Your Ticket to tbeNFL" was likely to cause, and did

cause, consumer confusion with respect to DIRECIV, Inc.'s "NFL Sunday Ticket" package of

NFL games. COlISumcrS were likely to be misled, confused or deceived into the belief that

EchoStar's NFL offerings were the same as DlRECTV, Inc.'s and were afIiliated with or

approved by DIRECTV, Inc. and/or the NFL.

76. EchoStar's advertisements w= also false, misleading and deceptive with respect to

the description of the number of NFL games available on DISH Networlt. In large print,

Ec!Io~llIr advertised that up to 147 games ue available. Yet, these advertiaClIlClltS failed to

disclose that only a small portion of EchoSllIr's potential or current subscribers could receive all
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oft!le claimed 147 games - those who qualified and paid for two distaIIt IlCtwork signal packages.

Subscn"bers who did oot qualify or wish to pay for the distant IlCtwOrk signal packages were .

unable to receive a significaDt DIlDlber of the cJaimeA 147 games.

77. The foregoing practices were also unlawfUl, unfair and fraudulent acts of unfair

competition.

78. A3. a result ofEchoStar's false, misleading and deceptive advertising, unauthori7J:d

use of the NFL and NFL Sunday Ticket marks, am acts ofunfair competition, COIIIUIIlCIS were

likely to be and have been misled, deceived aDd confused. A3. a result of the deceptive

advertisements, DIRECTV,IDe. bas been damaged by loss ofsubscribers, revemic and goodwill.

V. CAUSFS OF AcrION

COUNT I

Tortious JDterterence with CoDtract
(llrou&bt by DIRECI'V, Inc.)

79. DIRECfV iIIl:orporate3 the allegatioIJS ofCounterclaimparagraphs 1 tbrough 78 as

if fully set fo~ in this COUDt.I.

SO. DIREcrv, IDe. and Kelly BTCIl\dcaStiDg System entered into an Agreement

effective October 14, 1999.

81. Upon information am belief. EchoStar learned of the exi8tI:Ilce am genmI1 terms

of the October 14 Agreement.

82. Upon information and belief, EchoStar intentionally, improperly and maliciously

caused KBS to repudiate and breach the October 14 Agreement. Ecl10Star used wrongful meam

to accomplish its goal of disIupting tile business relationship between KBS and DIRECfV, Inc.

83. A3. a direct am proximate result of EchoStar's actions, DIREC'!V, Inc. has
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suffered damages and bas been irreparably lwmcd. DIRECTV, Inc. is enlitled to COIllpeIlSalOry

and punitive damages from EchoStar, in amounts to be demanded lIIId proven at trial.

CQUNTII

Unfair Competition in VIolation of Section Forty-Three or the Lanham Act
and Demand for Ac:l:ouDting of IIIepl Proftts

(BrouK!tt by DIRECl'V, Inc.)

84. DIRECTV incorporates the aIlegariolls ofCounlerclaim paragraphs 1through 78 as

if fully set forth in tbia COUDl n.

8S. EcbcStar bas made, In=,materlal false and misleadIng repreSeIllations of

fact In connection wil!! the~ advertising or promotion of I1s product.:whil:b. bave been

and arc likely to cause confusion Or mist.ake as to the cbaracteristics, origin lIIId approval of I1s

~ and services.

86. These misrcprcsenrations include. but arc DOt limitcd to, all ofthosc: representations

described above, including:

a. that EchoStar bad a legal right to transmit local programming to subscribers In

served households under the SHYA;

b. that EcbcStar bad a legal right 10 tIansmit distant netwott programming to

subscribers in served households UDder the SHYA;

c. that EchoStar was using an adequate and lawful metbod to deIermin<: elilPbility to

receive network programming under the SHYA;

d. that the "Primestar Promotion" and other practices relatelito convertiDg Primestar

subscn1lers to Ed)QStar were affiliated with, approved by, or originated with

Hughes or I1s subsidiary l'rimestar;

e. that the NFL approved or sponsored EchoStar's DISH network;
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f. that ·your Ticket to the NFL' indicated approval or affiliation of DISH NetWork

by the NFL and/or. DmEcTV, iDe.; or th8tEchoStar's service originated with .

DIRECTV,IDC. andlor the NFL; and
.. '. -

g. that up to 147 NFL games were available on DISH Network 10 all subscribers.

frT. DIRECTV, Im:. bas suffered damage (including irreparable injuty) to its busuiess

and/or property as a direct and proximate result of EchoStar's UIIfair compc:tition in violation of

Section 43 of the Lanham Act, IS U.S.C. § 112S(a), in lIIIlOIIDtS to he tfemanded and proven at

trial.

CQUNTm

Decepthe Trade Practices in VIolatIon
of tbe· Colorado Co_ Protedim Act

(Brougbt by DIREC1'V, 1Dc.)

88. DIRECfV incorporates the allegations of CouDterclaim paragraphs I through

78 as if fully set forth in tbia COIIIIt m.

89. The acts and practices dcscn1led herein constitute violations of the Colorado

COIISUIIJCr Protection Act, iDcIuding but IIIJt limited to, Colo. Rev. Stat. § 6-1-IOS(I)(a, b, c,

e, i, u, z).

90. All of the above Ullfair and deceptive practices occurred in the counc of

EchoStar's business, and they bave all significantly impacted the public as actual or potential

customers of EchoStar's services.

91. EdtoStar's colllluct as alleged above bas been in bad faith, within the meaning

of the COIlSUDle1' Protection Act.

92. DIRECTV, Im:. bas suffered damage (including irIepuable injury) in the course

of its busiDess, in part in Colorado, as a direct and proximate result of EcboStar's deceptive
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tr1Idc practiccs'inviolation ofColo. Rev. Stat. § 6-1-105, in alnOwnS lobe ~emandedand'

proven at trial.

CQUNTIY

Common Law UDfair Competition
(Brought by DIRECl'V, Inc.)

93. DIREcrv incoIpOrates the allegations of Countere1aim paragnphs 1 through

78 as if fully set foIth in !his Count IV.

94. ~ dcscribed above, EchoStar advertised the availability of local and distant

network programming and sold such programming to Its subsc:ribcrs in violation of fedcnllaw.

-
95. ~ desCribed above, EchoStar bas misused and infringed tbcPRlMEsTAR" mark

and engaged in an unfair, deceptive and iIlcgal course of conduct inrcDdcd to convert Primcstar

customers to EcboStar's DISH Network.

96. ~ described above, EchoStar bas misused the trademark NFL and bas created

consumer confusion through its usc of tbc slogan 'Your Ticket to the NFL. "

97. EchoStar's actiollS arc illegal and unfair and were intended to obtain an unfair

competitivc advantage and to advenely affect ~IREcrv, lD::. 's ability to compete.

98. Becansc of tbcse unfair and iIlcgal practices, certain prospective DIRECTV. lD::.

customcn bavc chosen to purchasc EchoStar's services instead. and certain existing DIREcrv.

Inc. customers bavc switebcd to DISH Network.

99. & a direct and proximate result of EchoStar's unfair and illegal practices,

DIREcrv, lD::. bas suffered damage (mc1w1ing irreparable injury) in its trade and business in

markets throughout the United sUres. in amounts to bc demanded and proven at trial.

.'
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COUNT V

Violation of California BusiDess :mel Proressloos Code 117200
(Broqht by DIRECTV, 1Dc.)

lOll DIRECTV incorporates Ihe allegations ofCounteIclaimparagrapbs Ilhrough 78 as

if fully set forth in this Count V.

101. DIRECTV, Im:. is a di4ect competitor ofEchoStar and DISH Network in california

and elaewhere.

102. EchoStar has committed and/or conspired to commit 1tIlfair, UII1awful and

fraudulent business acts and business practices and 1tIlfair. deceptive. untrue or misleading

advertising in Califonlia and throughout Ihe UDited States that offend establlsbed policy and are

UDetbical. oppressive. UllSCIUpulous. and/or substantially injurious to CUlitOIIICrS.

103. DIRECTV has suffered injuries from such lIC1s and practices in violation of

Sections 17200 ~ seq. oflhe California Business and Professions Code.

104. DIRECTV. Im:. is entitled to restitution. disgorgement and injunctive relief.

CQlJNTYI

VIolation oC California BusiDess and Profession Code 117500
(Brought by DIRECTV, 1Dc.)

105. DIRECTV incorporates the allegations ofCollIlterClaim~ I-tbrough 78 as

if fully set forth in this Count VI.

106. As described above. EchoStar intMrtionalJy made deceptive, false and misleading

stllements in advertising its services. These statements were likely to and actually <lid deceive

members of the public. EchoSrar kDew, or with the exercise of reasonable care sbould have

known. that its statements were deceptive. false and misleading.

107. The deceptive, false and misleading advertising alleged above constitutes a violation
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oieal.Bus. & Prof. cOde § 17500.

108. DIRECTV, Inc. is entitled to restillllion, disgorgement and injunctive relief.

COUNIVll

Federal Trademark InfriDgemeDt under SectIon 32 of the J ..nham Act
(Bro. by Hughes)

109. Hughes incorporates the allegations ofCOIIIIteIC1aim paragraphs 1 thrOugh 78 as if

fully set forth in this COIlDt VIT.

110. Hughes is the OWllCl' ofa federally registered service mark for PRIMESTAR, U.S.

Registration No. 1,663,679, registered in 1991. That registration is incontestable under the

provisions of the I anham Act. Primestar, Inc. is Iicen5ed UIIder the PRIMESTAR registered

mark. EchoStar's UDlIIIthorized uses of till: PRIMESTAR' mark were liIrcly 10·cause con1Ilsion, or

10 cause mistate, or 10 deceive customers into believing that the services and goodll offered by

EchoStar and its DISH Network originated with, were endorsed or sponsored by, or were

otherwise affiliated with DIRECTV, Inc. and Hughes, when that was not and is not true.

EchoStar's infringing acts in COJ1iuDction with its "Prlmestar Promotion" have caused aetual

confusion and have misled and/or deceived Primestar customers into switching from PriD:lestar 10

DISH Network programming and hardware in tbe mistakenbelief that they were simply upgrading

their Primestar service. EcboStar's UDlIIIthorized uses of the PRIMESTAR' mark constitute

intentional and willful infringement of Hughes's rights in and 10 the federally registered

PRIMESTAR" mark in violation of 15 U.S.C. § 1114 (Section 32(1) of the lanbam Act).

111. As a result of EchoStar's infringing acts, Hughes bas suffered substantial i!\iury,

including irreparable injury. Hilghes is entitled to dama:ges for EcboStar's infringement, in

amOuiml to be demanded and proven at trial, treble damages and an accounting of EchoStar's

..
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profICI.

112. This case is exceptional, and. therefore, Hugbesia entitled to an award of its

attorneys' fees pursuant to 15 U.S.C. § 1117.

DEMAND FOR JURy TRIAL

113. DIRECTV and Hughes request their COlllltel'Claims be tried before a jury to 'the

extent pen:nitted by law.

PRAYER FOR RETJEF

WHEREFORE. DIRECfV, Inc. and Hughes pray that this Court:

1. Enter judgment in favor ofDIRECTV, Inc. lIDdIor Hughes on each COIIIIIen:laim;

- -
2. Award DIRECfV and Hughes the clamages !bey bave suffered, subject to the

enhaccemcnt provisions of the foregoing stallltes;

3. Award costs and attorneys' fees and an accounting ofEchoStar's profits to the fWl

extent provided for by tile Tanham Act;

4. Award prejudgment inteIest, as allowed by law;

5. Award such Other and further relief as this Court deems just and appropriate;

6. Issue a permanent injunction UDder Fed. R. Civ. P. 65 prohibiting EchoStar from

committing the foregoing acts ofunfair competition and false advertising; and

7. Require EchoStar to send a copy of any decision in this case in favor ofDIRECfV

and/or Hughes to each retail dealer to whom EchoSrar distributed infringing advertising materials

informing such retail dealers of the judgDlCllt and that the usc of tile infringing advertising lIDdIor

false and misleading maII:rials in COIlllCCtion with !be distribution. sale, offering for sale,

advertisement or promotion of any prcxluct or service by EchoStar is prohibited.
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Respectfully submitted tbia 7th day of June,2oot.

J. Thomas Rosch
Daniel Wall
LATHAM .. WATKINS
SOS MoDlgOmeIy Street, Suite 1900
San Francisco, CA-94111-2S62
(415) 391-0600
(415) 395-8095 (fax)

ATrORNEYS FOR DEFENDANTS DIRECTV,
1Dc:.; - DIRECfV EnterprIses, 1Dc:., DIRECTV
Merchgndlslul, 1Dc:., DIRECfV Operatlcms, IDe.
and Bnp" E1ectroDics CorporatloD and
COUNTERCLAIMANTS DIRECTV, 1Dc:. and
HlJIbes EledroDJcs Corporation.
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CERTIFICATE OF SERVICE

This is to certify that on June 7,2001, a true andcornet copyof~ANSWERTO
AMEND~ COMPLAINT; AFFIRMATIVE AND OTHER DEFENSES, AND
COUNTERCLAIM" was served via Facsimile and United States Mail, first class
postage prepaid, addreSsed as follows.

T. Wade Welch, Esq.
T. WADE WELCH &: ASSOCIATES
2401 Fountainvicw, Suite 215
Houston, Texas 77057

Robert B. Silver, Esq. .
BOIES, SCHILLER &: FLEXNER, UP
80 Business Parle Drive
Armonk, New York 10504

GregO%)' J. K.erwin, Esq.
GIBSON, DUNN &: CRUTCHER UP
1801 California Street, Suite 4200
Denver, Colorado 80202-2641

James R. Loftis, m
GIBSON, DUNN &: CRUTCHER UP
1050 ConneetieutAvj:JlUC, N.W.
Washington, D.C. 20036

James E. Hartley, Esq.
Thomas P. Howard, Esq.
HOLLAND &: HART UP
555 Seventeenth Street, Suite 3200
Post Office Box 8749
Denver, CO 80201-8749

Howard Feller, Esq.
McGUIRE WOODS UP
One James Center
901 East CaIY Street
Richmond, VA 23219-4030

Peter G. K.oclanes, Esq.
NETZORG &: McKEEVER, P.C.
370 17'" Street, Suite 3590
Denver, CO 80202

Christopher W. Madel, Esq. .
ROBINS, KAPLAN, MILLER &: qRESI,
UP
2800 LaSalle Plaza
800 LaSalle Avenue
Minneapolis, MN 55402-2015

Robert L. Green, Esq.
Michael J. PepeIc, Esq.
GREEN &: HALL, APe
600 South Main Street, 12'" Floor
c::>range, CA 92868
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